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20 YEARS OF CHALLENGES:

Dealing With Millions

Rulletin Stall Welter

Although the State Department of Aleohalle Beverage Control was
crealed 20 years ago, lts predecessor, the State Board of
Equalization, continues to have basie authority In the Industry.

That's because the equalization board is California’s tax collector.
And those in the alcoholic beverage industry are major laxpayers in
California. Aside from property taxes, those in the industry pay

license [ees and exclse taxes.

Alcoholle beverages are taxed {excise} at the lollowing rates:
se++- 5. per gallon
« MM per wine gallon

Beer ......

Still Wines not over 4% alcohol by volume
Still wines over 14% alcohol by velume ...... 02 per wine gallon

Sparkling wine ............

Sparkling hard cider ..................
Distilled spirits of proof strength or less
Distilled spirits over proof strength

And the above taxes are in addition to laxes imposed by the

federal government and the state sales tax collected by retailers,
The slate excise on alesholic beverages, exclusive of licenze

[ees, collecled in the past years provides this multi-milllon-dollar

record:
FISCAL YEAR

1968-69
1963-T0
197071
1971-72
1972-T3

License and other fees collected during the past fiscal years by the
ABC and the amount distributed Lo cities and counties and the

Slate General Fund were:

Total Revenue ...........
General Fund ,...........
To Cities and Counties ......,

All funds for the sale of original licenses and transfer fees are
deposited in the State General Fund. 10 per cenl of offers In com-
promise, penalties, and yearly renewals, and $24 per year for each
oll-sale general license and 352 per year for each distilled spirits
rectiflier's, wholesaler's, manufacturer’s, Manufacturer's agenl's,
importer's general license and California winegrower's agenl's

EXCISE TAXES COLLECTED

§ 90 877 029
105,940 680
$106,556,094
FUI2.273 464
$114,543 008

voueanaas 320,732,500
..------...*LH?.M

conanss $12,004, 480

license are also deposited in the General Fund.
(Please Turn To Page 24)

vevssns 30 per wine gallon
veres J0F per wine gallon
oo &M per wine gallon
........ 4.00 per wine gallon

How It All Began;

Where It's

Headed

By BOB FORSYTH
Bulletin Staff Writer
The evil of Prohibition wasn't that the citizens couldn't

obtain alcoholic beverages, The true evil was that organlzed
erime moved into Amerlean society,

As crime chief Al Capone put it: “All I did was supply a

pretly popular demand."

And so, by 1932, it was clearly
obvious that 1) The American
public refused {even wunder
penalty of law) lo give up their
Ireedom of personal cholce and

i 2) That the government — in one

method or another — must en-
lorce and regulate cerlain por-
tions of the alcoholic beverage

i husiness,

The result, of course, was the
1933 repeal of Prohibition. And
with that repeal came
government intervention.

And when the 213t Amendment
lo the US, Constitulion became
effective, California lawmakers
pre-empled the fleld in licensing,
regulations and taxation for botlh
on-sale and off-zale licensees,
The counties and cities were
prohibited from levying any off-
sale licensees. The counties and
cities were prohibited from levy-
ing any local tax, other than the
real properly tax, on any es-
tablishment engaged solely in the
sale of alcholic beverages,

Bul 1533 was nol just a year of
repeal. It also was a year mark-
ing the middle of one of the worst
economic years in the history of
the United States — Lhe

Depression.

The Depression struck deeply
all segmenis of the economy,
perhaps hardest hil were those
small businessmen whose day-to-
day existence was vulnerable,

TWO CHOICES

Callfornia lawmakerz, in
deciding how to regalate the sale
ol alcoholic beverages, had two
basie cholces. Declare the
Golden State o licensed state or A
conirolled state. A lleensed state
would mean that the siate grants
licenses to individuals who cone
daet the warfous facets of dis-
pensing alcoholic beverages and
a controlled state would mean
that distilled spiriis are oh-
taimable only In siale stores,

The decision was made,
California would be a licensed
slate and with il cerlain rules
would be enacted to satisly both

the problems of repulation of
alcohol and of protecling the
small businessman.

The Stale Board of
Equalization was designated as
the regulatory agency and a bevy
of so-called “fair trade” laws
were adopled,

COUNT DECISIONS

The kdea of fair trade wenl
back (o the {urn of the century in
the Mavor of the anll-trust laws.
In 1913, Justice Louls D.
Brandeis wrote an arficle aboul
prolection [or the consumer,
monopoly and property rights:
“If a dealer Is selling unknown
goods or goods under his name,
he alone should sel the price; but
when a dealer has lo use
somebody else’s name or brand
in order Lo sell poods, then the

owner of that name or brand has |

an lnterezsl which should be
respectead."”

Brandels alsa wrate: “"Why
ghould one middleman be allow.
ed 1o indulge in a practice of
price-cutling, which tends 1o
drive the maker's poods oul of
the market and im Ihe end In-
terferes with peaple getting the
goods at all?™

Therelore, California
legislators made it state policy to
promote orderly marketing con-
ditions and temperance.

CONTROLS SUSPENDED

In 1939, Lthe Board of
Exqualization placed liquor under
mandatory minimum consumer
price controls. The enforcement
continued until 1944 when the
board suspended the controls
because World War I1 conditions
(liquor shorlage and O.P.A., ceil-
ing prices) had removed cut-rate
bargain sales and price wars
from being a practical problem
in ligquor control,

In 1947, with O.P.A. price con-
trols lified and the war over, the
Board of Equalization reinstated
the mandatory minimum con-
sumer price system [lor liquor.
And that system = despile
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several courl and legislalive
challenges — has remained in
effect to the present day.

And California, particularly
with the end of World War 11, was
growing as millions of people
lurned wesl for a betler life. By
the early 1950's il was clear that
the Board of Equalization was po
longer equipped to administer
the giant problem of alcoholic
beverage control. Furthermore,
the ugly problem of scandal had
reared its head in terms of
alcoholic beverage control In
California and lawmakers
wanied lo preserve control with
respect.

ABC DEPT. CREATED

In 1954, then-Assemblyman
Caspar Welnberger (later Gover.
nor Reagan's finance directar
and later still a vep afficial in the
Mixon and Ford administrations)
introduced legislation which put
a constitutional amendment an
the ballot. And that year Califor-
nia wvolers approved the
amendment to Section 22 of Artl-
cle XX of the State Constitution
whlich created the State
Department of Alcoholle
Beverage Contral (ABC). The ap-
pointment of a director would be
made by the governor, subject to
conflirmation by the State Senate,

Thiz month marks the 3h an-
niversary of the ABC. And it has
nol been ap easy 20 years, And,
further, there are nol indications
thal the next 20 years will be any
eazier.

ABC, because il deals with the
highly sensitive issue of alcohol
beverages, continually is ex-
amined and inspected. IL is fore-
ed to walk a thin line between

private industry and public con-
CErm.

And the eriticism has come
from all segments. ABC is in the
uncomfortable position of
regulating private industry
{which is a problem in the
philosophy of the free enterprise
system). It's in the uncomfor-
table position of administering
rules Lthat alffect personal
freedom [which Is a problem in
the philosophy of personal
rights). IL's in the uncomlortable
position of dealing with a com-
maodily which, when abused, con-
tributes to death, injury and
family unrest.

Yel out of thiz il hag recelved
— pgenerally — the respect
(sometimes grodgingly) of most
segments of Calilornia,

(Please Turn To Pape 4A)
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Enforcement:
ABC Has The Muscle

Bullelln Staff Wriler Appeals Beard, Other members
There Is no question that are Eugene V. Lipp and Kay
without strict enforcement, the Valory,
ABC rules would be meaningless, The board's review Is limited
The Legislature knows [ull well to determining whether the
the delicate balance between department proceeded in the
control of the alcoholic beverage manner provided by law,

industry and enforcement of the whelher it abused its discrelion,
rules,

IU's for that reason that many
violations of the ABC Acl are
punishable by fine or im-
prisonment under proceedings in
criminal courts, and the same
violations may be subject to ac-
cusallons filed under departmen-
Lal administrative proceedings to
delermine suspensions or
revocalions of the license
privilege,

Decisions of the department
denying, suspending or revoking
licenses are subject to review on
appeal by the ABC Appeals
Board.,

The Appeals Board is an
appellate administrative agency
deriving its authority from the
State Constitution. It is separate
from the ABC Depariment, but
its lunclions are Lo afford

appellate review ol decisions of
the depariment.

The board’s business office is
in Sacramenle and oral
arguments on appeal are heard in
major melropolilan areas
thraughout the slale,

The baard conzists of three
members appointed by the gover-
nor. Hugh M. Buaras, former
slate senator and [ermer
president pro-lem of the State

whether its decision is legally
correct and supported by
evidence, or whether there was
additional evidence which should
have been admitled al the
hearing.

If the ABC department or

its representatives lo make an in-
gpection or an examination of his
books and records in terms of the
act, is guilty of a misdemeanor.

Mot only does the department
have the right to visit and inspect
licensed premises, the ABC rule
requires that there shall be sul.
ficient interior lght In retail
premises o make easily dis-
cernible the appearance and con-
duet of all persons in the
premizes. This is (o assist In en-
forcement so far as minors and
intexicated persons are con-

ceraed,

For relailers, the age-old
problem of minors continues.
For the record, the legal age In

dissatisfied with the decision of
the Appeals Board, there is
provision for review by the
appellale courls,

ENFORCE ARC ACT

The ABC Act, of course, Is the
Bible of the department — and of
all who do business with the
depariment.

It's impartant to note that it Is
the duly of every peace officer
and every district allorney in
California to enforce the
provisions of the act. And if such
oflficers refuse or neglecl to do so
they are guilty of a mis-
demeanor.

The ABC Department
employee investigalors who have
powers as peace afficers Lo en-
force the penal provisions of the
act, These officers are engaged
mainly in Investigation ol
applicalions for licenses and
viglations of the act.

Any licensee who refuses to

beverages may nol be furnished
lo a minor where the beverage is
for consumplion by the parents.

How aboul protecling onesell
in respecl o minors? First; A
licensee is authorized to demand
documentary evidence of the age
and identity of any person In his
premizses, and should do 3o im-
mediately prior Lo the sale
whenever there is the slightesl
doubl of the age of the prospec-
tive patron.

And a licensee or his employes
may refuse to sell or serve
alcoholic beverages Lo any
person whose age is
questionable,

In addition, a public premises
licensee must post a sign visible
from each public entrance and a
similar sign In the interior of the

premises reading, Mo MPerson .

Under 21 Allowed "

DEMAND EVIDENCE
And whal is docomentary
evidence? The identiflication card

Senale, is chairman of the permil the depariment or any of should be issued by some

THE A.B.C. STRUCTURE

Bulletin Stafl Writer

Gacramento and includes the

The Department of Alcoholic director's office and other offices
Beverage Control is headed by a performing licensing, accoun-
director who Is appointed by the ling, legal, fair trade and price

Rovernor and Is subject to the posting, training and personnel
conlirmation of the State Senate. dulies for the department.

The direclor holds office at the For administrative purposes,
pleasure of the governor and may the state is divided Inte two
be removed by a majority voteof divisions, Southern and
bolh houses of the Legislature. Northern, An assistant director
The director in turn appoints a is in charge of each division. The
chiel depuly director-and three state is further divided Into 19
assistant directors. All other districts, with a tetal of 23 dis-
employes of the ABC are ap- tricts and branch offices. A dis-
pointed under the merit system trict administrator is in charge
on the basis of compelitive ex- of each district which is staffed

amination, by investigators and clerical per-
The ABC is headquarlered In sonnel.

Dealing With Millions

(Continued From Page 1A)

An amount approximately equivalent to the total of $24 and 352
fees is included in the department's annual budget for Investigation
of violations of chaplers af the ABC Act which involve falr trading
and price posting of distilled spirits and wine and tied-house restric-
tions.

The Uniled States Treasury Department, through its Alcohel,
Tobacco and Firearms Division, collects federal taxes on the
manufaclure, sale and distribution of aleoholle beverages.

According to the State Department of Finance, this is the history
of excise tax in California: '

Dislilled Spirils: $0.80 per gallon from 1933 to 1954
$1.50 per gallon {rom 1955 o 1967
$2.00 per gallon [rom 1867 to 1974

Dry Wine: $0.02 per gallon from 1823 Lo 1936
$0.01 per gallon from 1937 to 1974 <ovvn wimne

Beer: $0.02 per gallon from 1933 to 1958

$0.04 per gallon from 1950 to 1974

There have been, in past legislative sessions, serious attempls to
increase the exclse taxes on aleoholic beverages sold in California.

OF all the areas of the industry, the question of taxation is the one
most regularly ralsed by the lawmakers.

Special investigators inspect
applications Tor licenses to sell
aleoholic beverages and report
on Lhe moral characler and
fitness of applicants and the
suilability of premises where
sales are to be conducted, These
reparls are reviewed at the dis-
trict and division offices and are
forwarded lo headquarters at
Sacramento, (rom which the
license is issued. If the license is
denied, or il its Issuance is
protesied, the applicant Is entitl-
ed to a hearing before a hearing
afficer of the Olfice of Ad-
ministrative Hearings, State
Department of General Services.

Aller hearing the evidence, the
hearing olficer makes a proposed
decision which is reviewed by the
hearing and legal section and
acled upon by the ABC direclor.

Special investigators also in-
vesligale violalions of the ABC
Act and cause the prosecution of
offenders. Licensees who sell
alcoholic beverages to persons
under the age of 21 years, alfter
hours, or otherwise violate the
ABC Act may be subject to dis-
ciplinary action and may have
their licenses suspended or even
revoked after hearing before a
hearing officer.

POSITIONS DESCRIBED

In sum, this is a description of
positlons in the ABC:

-=-[Mrector: Serves as chief ex-
ecutive of the department; has
linal responsibility and authority
for all deparimental actions,

-==Chiel Deputy Director:
Serves as chief of staff and acts
[or the director in his absence.

=-Administrative Assistant:
linderiakes sneacial nralecie

governmental agency and must
have a current description of the
person presenting it which
reasonably describes him or her
as lo weight, height, sex and
color of eyes and halr and age.

Allthough minors may be
arrested lor purchasing or con-
suming or possessing alcoholic
beverages, under limited cireum-
flances, minors may be
employed in on-sale premises.

A minor, incidentally, may
enter and remain on - premises
licensed for ofl-sale of alcoholic
beverages or premises licensed
and maintained and operated as a
bona fide public ealing place.

Bul il the premises are licens-
ed as an on-zale general public
premises, on-sale beer and wine
public premises or on-sale beer

public premises, a minor may
not enter or remain,

Finally, this: What deflense is
available lo a licensee accused of
selling Lo minors?

There are only three defenses:
I} That he did not secll or serve
the minor person aleoholic
beverage; 21 That the person sold
or served is in fact 21 years of
age or older, and 3} That the per-
san, to whom he sold or served,
furnished hona lide documentary
evidence of age and identity
{such as a motoer vehlcle
operalor's license, a selective
service reglsiration card or an
identification card issued by the
Armed Forces), and ihat the
licensee in good faith carcfully
examined and reasonably relied
upen such evidence,

assigned by Lhe director;
responsible [or instruction, in-
lerpretations and procedores and
ABC-AM Manual, coordinator [or
forms programs, merit award
suggestions, and paperwork

management.
---Asgistant Director, Ad.
ministration: Plans, organizes

and directs public information
and training activities statewide:
assists the director in carrying
out various statewide programs;
responsible f[or budget
preparation and fiscal conlrol;
represenis the direclor before
various state and industry con-
ferences and meelings; makes
special studies and surveys for
direclor; responsible for
operallon of administrative units
of headquarlers office.

---Chief, Huzinecss Practices:
Plans, directs and coordinates
the business practices program,
recommending investigative ac-
livities and providing guidance
and direction; serves as advisor
lo the direclor, Department per-
sonnel, licensees, industry
associalion representatives and
the general public in complex
business practices, tied-house
and related fields.

= Personnel Hepresentalive;
Gives advice and assislance on
personnel procedures;
represents department in inter-
agency personnel matters:
responsible for mainlenance of
central records of personnel and
documentation of all personnel
transactions,

=e=fccounting Officer:
Prepares annual departmental

hindoenl: mainining s~anteal figaal

records; responsible for process-
ing all documents relaled to .
departmenl's fiscal alfairs.
---Licensing Supervisor:
Responsible for the operation of
the licensing, refund, addilional
fee, allocation, and central
licensee (iles units; conducts
liaison with dala processing unit
of Stale Board of Equalization:
consults with the administrative
stall and others on licensing
problems; maintains conlact
with the Sales Tax and Beverage
and Cigarelte Tax Divisions of
the Slate Board of Equalization,
and other public agencies,
--Price Posling Supervisor;
Maintains central records on [air
trade and price posting; advises
licensees and division and dis-
trict offices on problems related
therelo, :
---Irincipal Counsel: Serves as
legal advisor to the director;
schedules and supervises Lhe
work of a stalf of counsels;
responsible for review of adver-

tising proposals through his sub-
ordinates.

«-5tall Counsel: Does legal
work relaling to the provisions of
various stale laws and
deparimental rules and
regulations; prepares and
presenls cases as Lhe
department's legal counsels:
reviews proposed decislons.

---Hearing amd Legal Super-
visor: Mainlains central records
on pending accusations, protests
and petitions; prepares weekly
schedule of departmental acl-
ions, :
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"RUSSELL S. MUNRO

Russell 5. Munro was the first
permanent director of ABC. A
nalive of Spokane, Wash., Munro
grew up in California, He was a
1925 graduale of $anlerd Univer-
sily and 1938 graduatle of the
Univerzily of Southern Calilornia
School of Law, He was a Los
Angeles attorney unlil 1942 when
he joined the Army Ordinance
Departmenl. He enlered slate
service in 1846 as an altorney [or
the Department of Public Works,
[or which he was depuly director
in 1953. He was appoinbec ABC
director in early 1955 and became
active In national liquor ad-
ministrator associations. He
resigned in 1959, later
represented Lhe California
Restaurant Associalion and died

Thomas Martin, a native of Las
Vegas, was ABC direclor from
1559 to 1960 al the special request
of Gov, Edmund “Pal" Brown,
Martin, one of Sacramenlo’s
besl-known Urial lawyers, i3 a
1936 graduate of the University of
California and a 1929 graduate of
Boalt Hall School of Law. He was
a depuly U.S. allorney in San
Francisco from 1940 Lo 1948, in
general practice in Oroville from
1948 to 1950, U.S. attorney in
Sacramento [rom 1950 Lo 1951,
chiel assistanl lo Lhe slale at-
lorney general (rom 1952 to 1954
{and allained a repulation as a
lop crime-buster), in general
practice in Sacramento from 1954
o 1950, ABC direclor from 1959

to 1960 and in gemeral practice
since 1060,

in 1967,
Kirby: "'

Prefer

Free Enterprise’’

Bulletin Staff Writer

Edward J. Kirby, former top
F.B.I. apent, has the distinction
of serving as director of the ABC
longer than any of his
predecesuars,

1967 through 1974 Kirby has
been the man responsible for the
sgensitive enlorcement of ABC
rules and regulations.

In a special inlerview with
Beverage Bulletin, Kirby dis-
cussed his eight years and some
of the major issues involving the
alcoholic beverage industry: |

BEVERAGE BULLETIN:
Would you prefer a ''state con-
trol™ system, rather than the
system as praclliced in Califor-
nia?

KIRBY: I much prefer the free
enterprise syslem. The slale has
no business in business, The slate
haz no buziness compeling with
privale enlerprise,

BEVERAGE BULLETIN:
What is the role of ABC in
legislative action?

KIRBY: The ABC does and has
initiated legislation. The general
public policy has been enunciated
by the adminlstratlon as a whole
and ABC is, alter all, part of the
administration. In the matter of
legislatlion, the concepl is
developed by the indusiry itself. .
And there have been several
Limes where the ABC and Lhe in-
duslry has worked logelher. The
proper way, in my opinion, is to
work together. All legislation isa
matiler of compromisze; and that
is not restricted to legislation
dealing only wilh aleoholic

beverages.
BEYERAGE BULLETIMN:
Whal do you count as

achievements In the past elght
years?

EIRBY: I'm most proud of the
fact of fair trade—thatl the [ind-
ings of the U.5. and California

Supreme courls have held up the
markeling practices act,

Also, the stopping of the sale of
sex In order Lo help alcohol. And
for thal reason, the greal ma-
jority ol places thal sell alcohol
for consumplion, men and
women may go in withoul
shadows being cast on their
characters,

Also, for the [irst lime im
history, the licensees al all levels
are able to compele [airly and
equally. The industry as a whole,
local government and everyone
else concerned recognizes the job
that ABC Is doing. We've been
able to achleve substantial com-
pliance with all the statutes.
We've [irmly implanted in all the
licensees that we're fair, firm
and impartial. Throughout the in-
dustry in all of the states,
California is recognized az the
leader of beverage alcohol laws.

BEVERAGE BULLETIN:
What are your thoughts on the in-
dustry itselfl?

KIRBY: We have convinced
the indusiry thal we meant whal
we said—to administer the laws
withoul [ear or favor. The in-
dustry is a legilimate and legal
induslry and doez a lot of good
work although they do deal with
a product thal can be very
emolional.

By the time I came aboard
eighl years ago, the industry was
anxious lo show that they were
good citizens. And they generally
are, Withoul the major par-
licipation of 50,000 licensees, we
could never have done ik,

BEVERAGE BULLETIMN:
You've walched a lot of retailers
in this industry succeed and fail.
What's the secrel of success?

KIRBY: It's simple, Like any

other business: localion and
managementl albility.

MALCOLM E. HARRIS

Malcolm E. Harris became
ABC director in 1960. A native of
Mississippi, Harris grew up in
California and is a 1940 graduate
of Oregon Slate Universily. He
joined Calllfornia state
governmenl as a correclional
officer in 1M1 and advanced
through Lhe ranks Lo become an
associale warden in 1950, He was
execulive secretary of Lhe
Calilornia Defense Mobilization
service [rom 1951 Lo 1953 and was
secretary to Gov. Gopdwin J.
Fonight [ram 1953 to 1954, He was
appainled deputy director of ABC
in 1935 and director in 1960. He
resigned in 1964, Active in
professional affairs, Harris was
president of the MNatlonal
Conference of Slate Liquor Ad-
ministrators in 191 and 1962,
Currenlly, Harris is president of
the Distilled Spirits Council af
the United States, based in
Washinglon, I.C

In Business

Bulletin Stail Writer
The alcoholic beverage in-

dustry in California is like no
other industry,

There are rules and regulations
governing the manner of business
that go far beyond normal
business code rules affecling
other businesses in California.

And that’s what makes the in-
dustry a speclal one—one In
which the businessman musl pay
special care in order Lo succeed.

Some Calilornia ABC rules are
particular to this state. Such as
the one that allaws a retail
licensee to remain open and
serve alcoholic beverages during
the hours thal an electlon is being
held.

Bul it is illegal In Callfornia Lo
s¢ll aleohollc beverages either by
the drink or by the package

between the hours of 2 a.m. and &
a.m. of the same day,

BEVERAGE BULLETIN:

How would you describe the
relationship belween ABC and
the [ederal government?

KIAY: Fine. This is the only
industry in which the state is in
complete control, Thanks (o the
215t Amendment,

BEVERAGE BULLETIN:

ABC deals with the industey, how
does il deal with the public in
terms of educalion?

KIRBY: One is enlorcement of
the ABC laws. And a second ex-
ample is that ABC distributes 1'%
million pamphlels to school
youngsters Lo help them un-
derstand the law and Lhe conse-
quences of the purchase,
possession or consumplion of
alcoholic beverages.

#
JAMES 0. REIMEL

James Q. Reimel was ABC
direclor from 1964 lo 1066, A
native of Montana, Reimel grew
up and was educated in
Sacramento, He was an inspector
for the U.S. Post Olfice [rom 1936
to 182, an investigator for the
federal Office of Price Ad-
ministralion from 1743 to 1944
and jolned the slate in 1945 as an
invesligator in the Legislative
Audilor's Office, From 1M6 lo
1852, Relmel was chiel of the
fraud investigation unil of Lhe
State Depariment of
Employment and was assistant
director of the department [rom
1953 lo 1954, He joined ABC in
1955 as an area administrator,
later bacame depuly director and
then director. Alter he resigned,
he became execulive secrelary
of the California Relail Liguor

Dealers Aszoclation. He died in
1971. i

Also, a retailer may piek up
beer and wine at Lhe distribator's
platform at any time, but
manufacturers or wholesalers
may nol deliver any alcoholic
beverage lo a relail licensec's
premises on Sundays or during
hours other than between 6 a,m.
and B p.m. of any olher day,

A retailer cannot sell aleoholic
heverages to another retailer and
a retall licensee cannol give
samples,

The ABC Act is quite strict on
the whole questlon of in-
ducements Lo purchase; simply
stated, a relailer cannol oller
anything that is intended o in-
duce the sale of alcoholic
beverages. The reason, of
course, goes back lo the very
beginning of alcoholic
regulations in the 1930s when
lemperance was part of the act.

Under cerlain restriclive ecir-
cumslances, & wholesaler can
give a retailer samples of the
aleoholic beverages they dis-
tribuile Lo retail leensees, but the
retaller cannof zell those
beverages which have been given
to him as samples,

And what aboutl peanuts, pop-
corn and pretzels? The ABC says
that an on-sale licensee can oller
the peanuts, popeorn and pretzels
only Il they are put in a bowl
where anyone can lake some
whether a drink is purchased or
nol.

KEEF RECORDS

Important to any business Iz
the matter of records. The ABC
has zome specinl rules about
records: On-zale and off-zale
general licensees musi keep the
original bills and invelces of
dizililed spirits purchases and
off-sale licensees must keep

ﬁIl'JEI}-HE Hﬁmanaﬂ_'-' a1 Asenuer -
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EDWARD J. KIRBY
Edward J. Kirby was ap-

pointed ABC direclor in 1967

directly from the Lop ranks of the

F.B.I. A native of David City,

Mebraska, Kirby graduated from

the University of Mebraska in

1941 with a major in law. He join-

ed the F.B_1 in 1941 and served in

Washington, D.C.; Portland,

Ore.; Sall Lake City and in San

Diego. He was assigned as senior

resident agenl for the F.B.1. lor

19 years in Orange County. In

1963, he assumed the position of

supervisory special agent in the

Los Angeles office of the F.B.1.

He relired from the F.B.I, in

March, 1967 and became ABC
direclar.

A.B.C. STRUCTURE

{Cantinued Fﬂ:l‘l'l. Page 2A)

---Asslstant Director, Field
Opernfions: Within  established
palicies, directz and supervises
all depariment operations within
one of the two adminisirative

divisions of the state: advises the
director on slalewide palicy.

co-Deputy Division Chief:
Assizls in planning, directing and
coprdinaling the work of Use field
olfices of the department within
an administrative division; acls
far Lhe assistant direclor, [ield
operations, M his absence,

---lavestlgative Auditer: Plans
and conducls complex in-
vestigations and financial audils
of organizations; supervises, In-
slructs and guides investigalive
slall aszigned Lo invesligalions;
prepares reports relaling o in-
vestigations and [inanclal audits.

==-District Administralor:
Responzible for the operation of
a dizstrict office or the
department; plans, directs and
reviews Lthe work of supervisors,
invesligators and office staff.

=eSupervising Special
Investigator: Ddrecls a small
group of investigators in the per-
formance of alcoholic beverage
control work; may be placed in
charge of special projects or ad-
ministrative units.

---genior Special Investigator;
Acls as lead man in in-
vestigations, conducts the more
difficult and complex in-
vestigations; responsible for
specialized investigation
programs; supervises one of the
branch offices of the department.

««eBpecial Investigator: Per-
forms investigalive and en-
forcemenl work; advises and
assisls other agencies in law
applicalion and enforcement.

«Investigatlor Trainee: Per-
forms routine investigations and
enforcement work; assisls in-
vesligators in compleling more
dillicult assignments.

sssfnvestigator Assistant: As
learner and worker, assists with
the more routine phases of

records on all deliveries made licensing and enlorcement In-

away [rom Lhe premises.

vestigations,
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A.B.C. 1955—1975 —
20 YEARS OF CHALLENGES

(Continued From Page 1A)

RISK TOO GREAT

One California retailer puts it
this way: “The very presence of
the ABC makes the risk too great
for retailers lo want Lo violate all
the other laws involved, The
possibility that books and
procedures can be checked is
enough delerrent Lo slop many
problems before they start.

"Without the ABC there would
be no one to enforee the Califor-
nia Unfair Praclices Act. The
state has not enforced It in other
fields for years. There also has
been created a system of checks
and balances where an active in-
dustry keeps the stale agency
free of scandals which have been
chronle in other slates,

ORDERLY MARKET

“"We have an orderly
marketing system with contral
over the social aspects of aleohol
use. Each manufacturer ecan
choose the prices of his goods In
orderly competition with each
other manufacturer,

“The state does not [ix prices.
Each consumer can choose from
a range of goods at retail prices.
Each retailer can buy his goods
al a price proporilonalely equal
lo each olher relailer, We have
no boollegging and no illegal
elills. Qur economy is healthy,”
Thoze commenis were [rom
Romald Ziff of the Los Angeles-
based Westward Ho Markets,

Zill's commenis were being
made, incidentally, al extensive
hearings in 1973 by the Senale
Select Commillee on Laws
Relaling to Alcoholic Beverages.
Commillee chairman Alam Short
(a Stockton Democrat who has
since lefll public service) s,
however, one of the severest
critics of ABC.

Short: ""There are two for-
midable obstacles confronting a
decent approach to ireating the
alcoholic, The strength of the li-
quor lobbyists in California and
the weakness ol the State
Department of Alcoholic
Beverage Conlrol, which, in my
opinion, iz an extension of the li-
quor indust

""In the 41 vears since
Prohibition was repealed in 1533,
California alcoholic beverage
laws have been enacled and
amended on a plecemeal basis ...

-employment in the industry ..

Whal has the department done
for the state and it’s cilizens?
FPraclically nothing! You will
note that nine oul of ten bills
enacled into law have been spon-
sored by the liquor Industry.'
Short says that since 1833,
every director of the ABC, with
one exceplion, 'has gone lo work
in the alcoholic beverage in-
dustry after leaving state ser-
vice. Several stall members in
key positions have accepled

one of the many criticisms of
governmental regulalory bodies
ls that they become unwilling
tools of the prolessions or in-
dustries they are supposed to
regulate,”

A MODEL STATE

But Edward J. Kirby, director
of ABC, alto said at the Shart
hearlngs:

“In discussions with the ad-
ministrators of the other open
states, it has been made clear to
me that the structore of the In-
dustry and the laws regulating it
in Callfornia are regarded by the
other siales as the model. Califor-
nia Is recognized as the leader in
the ficld of alchollc beverage
control legislation.

“Because of. this, legislative
commillees from olher stales
have visiled California to study
the structure and laws of this
slate.”

Kirby noled that the very pur-
pose of ABC I3 perhapzs best
Elated in the wording of the
Business and Professional Code
of California which reads, in
part:

**This division is an exercise of
the police powers of the State for
the protection of the safely,
wellare, health, peace, and
morals of the peaple of the State,
lo eliminate the evils of unlicens-
ed and unlawiul manufaciure,
selling and disposing of alcoholic
beverages, and Lo promole
temperance in the use and con-

sumption of alcoholic
beverages."
The ABC, then, i an ever-

changing regulatory agency, One
continually ferced to review and
revise and Interpret. [tz [n-
Muence on & major Calilornia In-
dustry Is awesome and its effect
on public ‘morality and safety Is
deep.

% Readers of this Newspaper-

use its essential news in their work ana personal
planning. More and more advertisers are rec-
ognizing the value of presenting their messages

in a newspaper read for its usefulness by so many Im-

portant people.

Llcensmg Key to A.B.C.

y To Doing Business

Bulletin Stafll Writer

Thousands of Californians depend economically upan the arderly
and prudent distribution of licenses in order to participate In the
alcoholic beverage industry,

The ABC has been assigned by law to conduct and regulale the
licensing so thal privale industry remains stable and thal public in-
teresls be safeguarded.

The order comes from the leensing functions of ABC.

An ABC license is simply a permit to do that which would
otherwise be unlawful. The ABC code is clear: “'Sach a llcense Is nol
a matter of right, bul is a privilege which can be suspended or revok-
ed by administrative aclion because of violation of the Act or
deparimental rule.”

There are more than 50 Lypes of ABC licenses affecting all phases
of the beverage industry, bul those most concerned with the public
are the retail lcenses, Including:

—0if-sale beer and wine licenze: Authorizes the sale of beer and
wine lor consumplion off the premises where sald,

—0Oil-sale general license: Aulhorizes the sale of beer; wine and
distilled spirits for consumption ofl the premises where sold,

=0n-sale beer license: Authorizes the sale of beer for con-
sumplion on the premises where sold and the sale of beer for con-
sumplion off the premises where sald.

—Om-sale beer licenze for public premises: Authorizes Lhe sale of
beer for consumplion on the premizes wherein no person under 21
years of age is allowed, plus the sale of beer for consumplion off the
premises where sold.

—Om-sale beer and wine license: Authorizes the sale of beer and
wine for consumplion on a bona [ide public ealing place lype
premises plus the sale of beer and wine for consumption off the
premises where sold.

—(On-sale beer and wine license (public premises) : Authorizes the

. sale of beer and wine for consumption on the premises wherein no

person under 21 yvears of age is allowed plus the sale of beer and wine
for consumplion ofl the premises where sold,

—0n-sale general license: Authorizes the sale of beer, wine and
distilled spirits for consumption on a bona fide public eating place
lype premises plus the sale of beer and wine only for consumption
ofl the premises where sold,

—{n-sale general license (public premises): Authorizes the sale
of beer, wine and distilled spirits for consumption on the premises
wherein no person under 21 years of age is allowed plus the sale of
beer and wine only for consumption off the premises where sold.

MUST QUALIFY

Mol anyone can oblain an aleoholic beverage license. The
depariment may refuse to issuwe a license to any person who has
violated the Act, has a criminal record or is otherwise disqualified.

Furthermore, distilled spirits licenses generally are limited by
law. Since 1939, the number of certain retail licenses has been
limited. Currenlly, the ratio Is one on-sale general license for each
2,000 population in the countly in which the premises are situated,
and one off-sale general license for each 2,500 population.

In applying for a license, an applicant must give his name and, if
the business is a partnership, give the names of the principal of-
licers, The location must be given and the applicant must state that
he has no felony convictions.

Original fees include: On-sale general, $6,000; on-sale seasonal,
$4.500; on-sale beer and wine, $300; on-sale beer, $200; off-sale beer
and wine, $50; ofl-sale general, $§,000,

The act clearly states thal the public must realize the intent to
deal with alcoholic beverages. So the applicant must post the
enlrance of the premises with a notlce for 30 days. The applicant for
an on-sale license also must publish a ‘nolice in a newspaper of
general circulation,

ABC nolifies local law enforcement officials of the application and
il the authorities protest, a hearing is conducted. Pending the oul-
come of the hearing, the license will not be izsued,

The ABC may denay a license if an enforcement problem Is ap-
parenl or if there iz an undiee concentration of licenses in that area.
Also, a license may be denled Il a showing of public convenience and
pecexsity is nol made.

A liquor license can be transferred, bul only within specific rules
of the ABC. Il a license is transferred from person to person, a fee
based on 50% of the original fee, bul no more than $1,250 or $100 if no
lee is specilied.

On and off-sale general licenses may be transferred from one
fimlnly' lo another, subject to legal quotas and other ABC restric-

ons.

Legislation prohibils a licensee from pledging his license as
security for a loan or as security for the [ullillment of any
agreement,

PROTESTS PERMITTED

Any person may protest the issvance of a license, but like an ac-
cusation, the prolest must be verifled, unless filed by a public of-
ficer.

The vsual grounds for a prolest, according to ABC hislery, has
been thal the applicant has violated the Act or has been convicted of
a [elony or is otherwise of bad moral character, or has a police
record which disqualifies him: that the applicant Is nol the lrue
owner of the business; thal the premises are located near a school,
church, hospltal, or playground, or are in a residential area; or that
licensing the premises would be contrary to a valid zoning or-
dinance.

Protests must be [iled within 30 days from the [irst date of the
posting of the notice of intention lo engage in the sale of alcoholic
beverages.

About Fair Trade

Bulletin Stalf Writer

BMuch Is sald and writlen aboul
“fair trade”™ and “price posting™

and yet the issues become cloud-
ed by many.,

And the concepls are under
constanl questioning by
legislalors, these in the industry,
the public and by the ad-
ministration,

Callfornia ABC laws are
generally buill on the premise

that prices are regulated (for,
among other reasons, Lo prevent

huge discounts by major chains
foreing small businesses under)
and that the industry maintain a
separate financial relationship
belween the wholesaler and the
retailer {or, o aveld a "tied
house'),

. Under price posting, the
wholesaler schedules his own
prices al which he sells tlo
relailers. Under a fair trade con-
tract for wine, specilied prices to
wholesalers and minimum prices
to consumers are established in
the MNorthern and Southern
California trading areas. For the
Mounlain trading area, Lhe
prices lo wholesalers may be
minimum prices, excepl thal the
minimum prices shall not be less
tham the specified prices of the
Morthern or Southern (rading
areas, depending on which

~counly of the Mountain trading

area is involved,

For distilled spirits, the brand
owner eskablishes the minimum
relail prices at which the retailer
sells the brand owner's product
to consumers. All distilled spirits
sold at retail in California must
be sold according to minimum

price schedules filed with the
ABC,

The idea, of course, Is that
otherwise, price wars could oc-
cur, which would have a disrup-
live elfect on the industry and un-
duly stimulate consumption,

The “minimum retail price
schedule' is a writlen schedule
filed with the department on
which minimum conlainer and
case prices are shown, An off-
sale relail licensee cannol legally
gell o a consumer at less than
these established prices..

Schedules are filed on or belore
the 15th of the month to take
effect the [irst of the second
succeeding month. Schedules Lo
meel competition and first
filings of new items, however,
may be [iled before the 15th to
take eflect the first of the follow-
ing month.

Retailers may sell below
minimum prices only when clos-
ing out a brand or when disposing
of damaged merchandise or
when selling distilled spiritson a
court order.

ABC may (and often does—
particalarly at the high-sales
holiday season) suspend or
revoke licenses for violations of
wine or distilled spirit prlee
regulations. In the case of distill-
ed spirits, the lines range from
$250 for a first vielation to $1,000
for a second and subsequent
violatlon commitited durlng a
three-year perlod, On second
alfense, suspensions mol ex-
ceeding 30 days could he Imposed
and a suspension or revocation
could be levied as an allernative
for a third affense.



